The relationship between domestic savings and investments has become one of the most important issues discussed in economic theory with globalization of national financial markets. Is really domestic investment financed by global funds or domestic savings are still an important fund source for domestic investments? In this study, the relationship between savings and investments between years 1995 and 2014 is tested by panel data method in the transition economies (Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia, Slovenia, Romania, Bulgaria) transited from the central planning to the free market economy. As a result of the empirical analysis, Feldstein-Horioka puzzle is not valid for most of the transition economies thanks to financial funds came from European Union's development funds.
INTRODUCTION
Economics theory accepts domestic and foreign savings as a source of investments. When domestic savings are inadequate to promote investments, governments tend to channel foreign savings to investments via interest rate instrument. For this reason, it is an important argument in the theory of economics that how much domestic and foreign savings are used in financing investments.
In this study, we focus on three questions. Is the domestic savings determinant of domestic investments in an economy which transited from central planned economy to a market economy? Is the relationship between domestic savings and investments valid in both short and long term? If there is a uni-directional causality from domestic savings to investments, how it is strong? Feldstein and Horioka (1980) investigate the relation between domestic savings, investments and foreign capital movements in 16 developed countries for 1960-1974 period. They build up an equation for domestic savings and investments as follows:
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THEORETICAL BACKGROUND
Coefficient 1  denotes foreign capital mobility. Feldstein and Horioka (1980) imply that coefficient equals to one in a closed economy situation and the relation between domestic savings and investments is one to one Feldstein and Horioka (1980) . puzzle please see Apergis and Tsoumas (2009) . 2 In the model, for LM statistics please see Pesaran (2004) for the assumption that there is no cross-section dependency.
3 For test statistics please see Pesaran, Ullah and Yamagata (2008 
where t y  is the average at time t of all N observations. The length of lag number is calculated by Schwarz information criterion. CIPS test statistics is the arithmetic average of CADF test statistics calculated for each i.
Panel Cointegration and Causality Test
In order to see relationship between variables we employ cointegration test developed by Westerlund (2007) .
In panel vector auto regression model,
  is the error correction coefficient;
Regressions above are obtained. In the model which is distributed asymptotically, critical values are calculated in order to take cross section dependency into account. The null hypothesis claims that there is no cointegration. 
and error terms are obtained. The null hypothesis claims that there is no Granger causality
In the second step, critical values are obtained by using error terms via bootstrap method. 4
Panel Data Estimation Test
Common Correlated Effects Pooled (CCE, hereafter) estimator is obtained via cointegration relationship. In CCE estimator, it is allowed to differentiate of autoregressive parameters between cross section when N>T and also T>N (Pesaran, 2006) . Regression equation used by CCE estimator is presented in the following heterogeneous panel model;
dt term indicates obtainable constant, trend and seasonal deterministic terms and ft term indicates unobservable terms. 5 AMG (Augmented Mean Group) estimator is useful for when variables have unit root in level and it is possible to obtain cointegration coefficients belonging to whole panel and also cross sections belonging to panel. In this regard, AMG estimator presents more robust results compare to CCE developed by Pesaran (2006) . AMG estimator also takes common factors in variables and dynamic effects into account and its performance is also better in unbalanced panel analyses (Eberhardt and Stephen, 2009 ).
EMPIRICAL RESULTS
In this study, we take ten transition countries into account. The eight of them belongs to first wave accession In the first step cross section dependency is tested. In the test for cross section dependency null hypothesis claims the presence of cross section dependency and alternative hypothesis indicates the absence of cross section dependency. 
Constant
S I
lm CD (Breusch and Pagan, 1980) 68.421 (0.014)** 75.952 (0.003)*** lm CD (Pesaran, 2004) 2.469 (0.007)*** 3.263 (0.001)*** CD (Pesaran, 2004) -0.795 (0.213) 0.105 (0.458) adj LM 17.992 (0.00)*** 14.197 (0.00)*** Notes: In the following model, the number of lag (pi) is determined as four
The figures which is ***, **, * show 1 %, 5 % and 10 % levels, respectively.
When we take probability values into account, alternative hypothesis which claims validity of cross section dependency is accepted. In the second step of the analysis we test the presence of unit root in the series belonging to (Pesaran, 2007) for model with constant and trend -4.67 (%1), -3.87 (%5) and -3.49 (%10) (Pesaran, 2007 LM (Breusch and Pagan, 1980) 153.95 0.00*** lm CD (Pesaran, 2004) 10.298 0.00*** CD (Pesaran, 2004) 3.670 0.00*** adj LM 32.421 0.00*** Notes: The null hypothesis of both tests implies the invalidity of cointegration relation. In error correction test, lag and premise values are one. Bootstrap probability value is obtained via 1.000 reputation. Asymptotic probability value is obtained from standard distribution. The figures which is ***, **, * show 1 %, 5 % and 10 % levels, respectively.
We interpret error correction test results as follows; it is possible to conclude that there is a cointegration relation between variables when we take both asymptotic and bootstrap probability values into account. In LM bootstrap test, the asymptotic test statistics indicate the validity of cointegration relation between variables. 
CONCLUSION
Effect level of domestic savings to domestic investments is one of the important issues for the policymakers to discuss. In economies which are transited from central planning economy to market based economy, increased capital mobility and process of integration to European Union are the most important factors determining the relationship between investments and savings. The results obtained from initial panel data analysis tests do not support Feldstein and Horaika puzzle in the whole group. The reason is that transition economies are financed by European Union funds in initial years of transition and so they do not need domestic savings.
In the second step of empirical analysis, individual tests are made. According to Emirmahmutoğlu and Kose (2011) test results, Feldstein and Horaika puzzle is valid in Poland and Lithuania strongly and Estonia and Bulgaria some weakly. That means Poland and Lithuania are financed domestic investments themselves, others are financed by EU. The economic integration programs like "Phare" started in 1993 helped them in the construction of market based economy and in development of the economy. So, they do not need to domestic savings in most of them.
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